AMENDED IN SENATE APRIL 27, 2009

SENATE BILL No. 660

Introduced by Senator Wolk

February 27, 2009

An act to add Section 1923.1 to the Civil Code, relating to reverse
mortgages.

LEGISLATIVE COUNSEL’S DIGEST

SB 660, as amended, Wolk. Reverse mortgages.

Existing law defines and regulates reverse mortgage loans and
provides a disclosure notice that a lender must provide an applicant,
which informs the applicant that a reverse mortgage is a complex
financial arrangement and advises the applicant of the wisdom of seeking
financial counseling before entering the agreement. Existing law requires
a lender to refer a prospective borrower to a housing counseling agency
for counseling, as specified, prior to accepting a final and complete
application for a reverse mortgage or assessing any fees.

This bill would provide that a lender, broker, person, or entity who
recommends the purchase of a reverse mortgage in anticipation of
financial gain owes the prospective borrower a duty of honesty, good
faith, and fair dealing and must have reasonabl e belief that the borrower
understands the risks, benefits, and reasonable alternatives involved

in the purchase of a reverse mortgage.—Fhe-bithwould-reguire-thata
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Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

The people of the State of California do enact as follows:

1 SECTION 1. Section 1923.1 is added to the Civil Code, to
2 read:
3 1923.1. {a)-Any lender, broker, person, or entity who
4 recommends the purchase of a reverse mortgage in anticipation
5 of financial gain owes the prospective borrower a duty of honesty,
6 good faith, and fair dealing and shall have reasonable belief that
7 the borrower understands the risks, benefits, and reasonable
8 alternativesinvolved inthe purchase of a reverse mortgage. These
9 duties are in addition to any other duties, express or implied, that
10 may exist.

98



O©Coo~No ok~ wNE

98



-

QOWOONOOUITRWNPEF

98



